
VWATERS 

date: AUG 24 1989 

tO:Eistrict Counsel; Los Angeles W:LA 
Attn: Arthur A. Oshiro 

irOm:Senicr Technician Reviewer 
Tax Shelter Branch CC:TL:TS 

subject:  ,  - Statute of Limitaticns 

This memorandum is in response to your !'ay 31, 1989, request 
for Fast-review of ar: adviscry opinion issued by your office 
regarding the above-mentioned Ci5e. 

1. Whether the statute of limitations is open for assessing 
a non-TEFRA Fartnership adjustment under a valid Form 872-A 
indefinite statute extension, even if the statute of limitations 
has expired with respect to the TEFRA partnership item? 

2. Whether the statute cf limitations is open fcr 
assessment of an agreed TEFEA Fartnershiip~item under a valid Form 
E72-A, even though the Service did not specifically identify the 
TEFRA FartnerShiF item in the Form 872-A and failed to assess the -, ., agreed tax deficiency arising from the TEFRA partnership item 
within the one year period Frovided by I.R.C. § 6229(f)? 

CONCLUSIONS 

1. We agree with yc,ur conclusion that the Service may 
assess a deficiency arising from a non-TEFRA partnership 
adjustment notwithstanding the fact that the statute of 
limitations has expired with respect to a TEFRA partnership item. 

2. We disagree with your conclusion that the Service may 
make an.aesessment cf an agreed TEFRA partnership items since the 
Service failed to make the asse ssment within the one-year 
statutory period of section 6229(f). The Form 872-A executed by 
the parties did not extend the statutory period for assessment of 
the nonFartnership items because it did not include specific 
language referencing partnership items. 
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The taxpayers,   ,   ---- ----- ---------- -------- claimed losses on 
their   ,  individual ---------- ----- -------- ---- trrc partnership,s, ore 
a TEFR - ----tnership   ,   ---------------- and the other a con-TEFRA 
partnership   ,   -------- ------------------ -he Service conducted audits 
of the partner------- ----- -------------- losses for both partnerships. 
The TEFRA and non-TEFRA iter:s were examined and handled 
separately ir: accordance with! existi.nc; Irocedures cr t1:e 
processing of TEFF:A and non-TEFRA items. 

The  ,   ---------------- is one of the many partnerships audited 
by the S-------- --- ----- ----- shelter prcject kncwn as "  ,". Cn 
October 7, 1985, in connection with the audit of the    -----
  ,   ------------ the Service timely obtained an indefinite  ---ute 
------------- -sing Form 872-A, Special Consent tc Extend the Time to 
Assess TE!::. 

The   ,   ------ --------------- is one of the many partnerships 
audited b-- ----- ---------- --- ----- tax shelter project known as "  ----
  ,    The   ,   ------ ---------------- is a calendar year partnership.-
----- partnershi-- ------ ----------- --- -xtension of time for filing its 
  ,  tax return. Cn  ,   ----------- ----- ------- the taxpaliers executed a 
 ------- lSC2, Eeport of ------------- ---------- Tar Exa~,ination Changes, 
and a Form 9C6, Closing Agreement, in an attempt to settle the. 
  ,   ------ --------------- issues. An authorized representative of the 
---------- ------------ ----- closing agreement on behalf of the Service 
on   ,   -------- ----- ------- The Service has never assessed the tax 
sho---- --- ----- ------- ---02, and more than one year has elapsed since 
the taxpayers and the Service entered into the closing agreement. 
At the time the FartnerShiF items became nonpartnershlp items as 
a result of the closing agreement, the statutory period for 
assessing nonpartnership Items was open under the indefinite 
statute extension agreement. The extension agreement did not 
provide specific iercuage referencing partnership iten:5. 

l?IECUSsIOE? 

With respect to the first issue, the taxpayers executed a 
valid Form 872-A. Special Consent to Extend the Time tc Assess 
Tax. The Form 872-A effectively extended the statutory period 
for assessing non-partnership items even though the statutory 
period f.Ci assessing partnership items had already expired. The 
statutcry period for assessing ncnpartr:ershix: items is prcvided 
in section6EGl. The statutcry period for,assessing TEFRA 
partnership items, however, is provided in section 6229(a). 
Section 6229(a) sets out a separate period of limitations for 
partnership items, while section 6501 refers only to 
nonpartnership itei?s. We egree with your concJusicr. that the 
eXFiratiOn cf the statutory pericd fcr assessing partnership 
items has no impact on the Service's ability to assess any 
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nonFartnershiF items. P,ccordinSly, the statute of limitations is 
open for the issusnce of a statutory notice of deficiency and the 
assessment of tl-$r ieficjercy attrit,utable to the ccnFartrershir, 
item. since the execution of the Form S72-A effectively extended 
thee statutcry period. 

With respect to the second issue, xe believe that the 
statutory period for assessment has e&red. The facts indicate 
that the Service and the taqayers entered intc a c!.csing 
acrefn;ect. T1:j:; closing asreen:ert wi,c e;eCt’!.e(? cn t.eheif cf the 
Serv!.ce crl   ,   ------- ----- ------- ,+ec:ior 6231 (b) prOVi(;FE, In 
Fertinent F---- ------ -- ------------k,ip it,en~ k.il.l te ccnvertei tc i 
nonFartnership item for a particu- 'ar partner as of the date the 
Service and the partner enter intc a settlement agreement with 
resFect to such items. Section 6229(f) is tk.e specifi,c ficvision 
in the TEFF.A St-.at.t:t:t c.f iic~.itaticr:s fcr ccnverted itsrls. Item 
which become nonrartrershigz items nrust he ass.erceZ kittin cne 
year after the date on which the items beccme nonGartnership 
items. In the present case, the Service should have assessed the 
converted items before   ,   -------- ----- ------- The Service is, 
therefcre, Frecluded fro--- -------------- -------corjverted items Leccr::~e 
the statutcry period ksr e:!firerZ. 

The Form 872-A executed did not e:;tenc? the statutory g'erioc' 
for assessing nonFartnership items. The Form, 872-A was executed 
Fursuant to sectic,n 6501(c)(4). Any extension under section 
6501(c)(4) must expressly provide that it extends the period to 
assess tax attributable tc FartnershiF items. I.F.C. 
% 6229(b)(2). Therefore, a 9erieril extension agreement with a 
Fartner under section 6SCl(c)(4) tjithout s~pecific language 
referencing partnership items will not extend the TEFRA statute. 

I In addition, where the extension specifically references TEFRA 
partnership items, the Service's position is that the period of 
limitations will be extended notwithstanding the fact that the 
items subsequently ccnvert to ncnFartnersbiI iters. Ecc:ordinqlp, 
if the Form 672-A had expressly Frovided that it extended the 
period cf limitations for assessin partnership items, the 
Service could have assessed the items subsequent to their 
conversion to nonpartnership items. 

Unlike the statutory period urder section 6229(b)(2), the 
execution cf s Fcrr Ei2-A asreemer>t tc extend tte yerind of 
limitsti.cns for rcnr.artrership items will net serve to extend the 
period of limitations of section 6229(f). Althcucb vie agree with 
your conclusion that the one year statutory period of section 
6229(f) may be extended pUrSUS.nt to an amendment provided by the 
Technical and Miscellaneous Revenue Act of 1988, that amendment 
t:.zs not llet teen isE:lementei ir~~stit.l:l:.jor~ally. Fe believe the 
TAI.XP amendment to eecticn 6229(f) requires a specific agreement 
to extend the one year Feriod of limitations with respect tc 
converted partnership items. In order to implement the '~ 
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zmen<ment, the Service hes create3 a new fcrm, F'orm 872-F, which 
must te executed tc extend the stetutory period of section 
6225(f). Form 672-F, hCtieverr u;ili net be ZistritateJ unti: the 
rec,cisite c'ele<at.icri crc:er iz executeC.lJ' 

1J Until the c?elegation order approving Form 872-F is issued, 
the statutcry period for assessin ncnpartnershiF items car cniy 
te extenL'ed pursuart to section 6501(c)(d) VherF. t?,~. e:iter?icr; 
acreer.er;t rakes specific reference tc partnership items. ..' 
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